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SI1ON,

Date: Contéct Person;

“&“7% ’ . Telephone Number:

Fax Number: .

. f:'»._Empl_é:_gg_ei".'ldentlﬁcation..Number. I

: Dear Apphcent

We have eonsidered your apphcation for neoognmon of examption from federal lncome tax "

. under section 501 (a) of the Intemal Revenue Code as an organization described in section -

E 501(c)(3). Based on the information you submitted under the penalties of perjury, we conclude -

& that you do’ nqt quallfy for exemptlon under that section. The basis for our conclusion is set -

- . forth below

S r'égg:'ts:‘

" You are organized as & corporation under_ law. Your Articles of
s Organlzatlon were ﬁled Arbcle Il provides, in part:

. ’The purpose of the corporation-is 1o engage in the following activities: The
Corpomtxon Is organized exclusively for charitable, educational and scientific
* purposes, to include providing ; educational services, program and research,
. to'the public use of consumer credit; engaging in non-profit credit counseling
_: services. including, but: not iimited to, the individuals in connection with the
- creation of budgetary plans whereby an individual tums over an agreed
~-  amount of his'Income which distributes it, with a charge to the individuali, to
s ':- his creditors in accordance with an approved budgetary plan. )

e " The appllcation (Form 1023) was submitted by your president, I The
appllwtion states. the followlng. which appear to be IR individual actlvlties rather than

. your acﬂvlﬂss

o _- Currenuy employed as a Certified Credit-Counselor since Il
- Provide coiinseling through personal contact since I,
. Passed test given by Associations in Counseling giving me the Certified Credit

Counseling status I

L Give seminars, free of charge to gmups in churches, schools, home mortgager




Slnce - have shown people how-to save money through budgeting.
- When | start-my own business inlll, | will provide the exact same services as |
have since I, but better service is my goal. ‘

Aooordmg to'his rosume,_ was employed as a certified credit counselor with
. of I, frorm I to - The
: mume states

I performed two functlons asan employee of . As an-hourly employee,

. | advised incoming telephone callers as to the benefits of the over-all credit
_. " :counseling program and whether or not the Il approach would help them
" reach their financial goals -As a sub-contractor, | acquired clients in the
SR .area and received a monthly commission while these clients
femain in the program : .

_ was also an mdependent contractor for GG an¢ NG

- priar to your formation. Both [l and Il were charged by the Federal Trade -

- . Commission with engaging in fraudulerit credit repair activities and agwed to pay more than
- . S miltion in consumer. redress in [l The final settiement also enjoins any further

. ..o violations of the FTC Act and the Credit Repair Organizations Act. A detailed nofice of the
-, *." terms.of the settlement was provided to the defendants’ national network of sales

.- "¢ representatives who were barred from continuing misrepreseniations regarding the oomputer
;. +:" digk and software program.. The order.required each of the sales representatives to sign and
- return @ form-acknowledging receipt of the notice. See Federal Trade Commission Press
RV Relmse August 1 1 2003 (oopy enclosed )

In rasponse to our request for add‘ honal information regarding your continued association .
- -w|th me- network; your. letter- dated_ states:

. I s ro:longer associated with BN or NS
. MR has not performed an application for credit repair since I of
B N notificd B in “ of I that he would -no longer
perforrn as a Credit Repair Representative.

. Asof the URL_lstheaddress of an active Web site for the
organization: - !
The company is also designated as I
According to information found on its Web site, INNEEEEE offers financial counseling and credit
restoration. It states that N can suooessfully remove inaccurate outdated, or

-, ~ improperly reported negative entries from credit reports.” I offers a “110% money
.. back guarantee If your credit report does not improve within 1 year® and appears to be the same
organization as llll. A copy of an active lll Representative's Web site (copy enclosed)
* contains Identical fanguage. [ shares the same suite of offices and the same
- telephone number as you. (Copies of Webpages are attached for your convenience.)




' Itis staﬁad in your applmtnon that *I have no solicitations for ﬁnancaal supportin process.”
The application Indicate$'a charge for credit counseling services: “Initial $Ill applncatlon fee and
ad per account feé to manage debt over term of payments.”

In a letter dated — you state that “this organization will be organized

' exduslvely for the exempt; purposes of helping client to pay their debt to their creditors in a

. shorter period of time than they could do for themselves.” With respect to fees charged for such

* gervices, you state: “the fees are determined as fees that are currently acceptable by many

-states with laws in this. area. Many of the companies that are certified have slmllar cost
structures Our goal i's to apply the least fees In the industry towards our program.”

. ln your Ietter deted — you state:

’ :"__Our plan is to ‘use the yellow pages and the Internet, but primarily word of
“mouth through our free education services 1o promote the IS
to newpossible cllents...

-Qur customer contaet will begin by our dlient contacting us through an_

_-pducational seminar, the: phone or Intemet. We will éxplain what we can and

, “-tanhot do-for-our clients. If they are still Interested, we will set up an

_.appointment-to review our cllent's personal information. At this time, we will

educate the client, on the, possible benefits of the program and how the
program, works...._ .

" Jtis estimated that it wlll take our-clients approxlmately 48 to 60 months to
- ﬁmsh our \

--'j0ur orgamzaﬂon WI|| provide . credit counselmg to our clients. The cument
" plan is that we wul not provide-any other type of service for these clients...

Enclosed wlth your letter dawd . (s “additional comespondence to our
cllents ‘One of the enclosures titted “UTRGNGNN" states:

Upon joming _each client is automatically assigned to a particular
" Customer Service Representative.... This representative will be his or her
" contact throughout the first few months of the program.... IR will
* send out proposals each menth.... Each representative will be responsible
. for the follow-up and close monitoring of their own client’s proposals; and stay
in contact with the creditors and clients.. This will insure that all proposals are
accepted -In a timely manner and noted-in the system. Each proposal is
carefully tracked as far as the date it was sent, the amount it stated, and the
: date they were retumed from the creditors.

In your letter dated NN 2nd signed by — you state:




-l am requesﬂng that you process ‘our status as soon as possible. As you
suggestéd we:have started the organization to service clients with the intent
--of showing what: great work we can do. Unfortunately, the creditors have
refused to-servé our clients without us obtaining the non-profit status: | have
attached a’copy of.a sample letter from the creditors. ‘We have currently
frozen takmg any new clients on, but are now referring them to other
"' community..organizations from the NFCC. (Cumently, these community
organizations-are out of state.) This means that are [sic] clientele is not able

to be served'in their area and makes the service unaccessible [sic] to them.
Especiaily since:the NFCC in the Il Area closed down last year.. Also,
.. . we-have to pass off the cllents that we have obtained over the last month

. .:unlws we are able to receive status Very quickly.

R Aecomﬁnﬁnﬁ iour lettér dated IR, is @ letter to you from_

Whlch states:;

s »‘Re "Your Proposal Letter’
. .~We aré unable to process the enclosed document. At thns time it is I
L policy fo require approved non-profit status before accepting
... repayment ‘proposals from, - or maklng fair share contributions to, debt
” :.managoment agenclos

Also acoompanymg your letter. dated _ is an undated letter from NN
whlch states ' , .

- We are. Iooklng to be a non—profit company that helps people reduce their
-* .- debt and understand how to obtain financlal freedom. OQur mission is to
1 ... - -educate- the public in being financially stable to the best of their ability. We
-t r. .need funds to both function as-individuals in our daily live[s] and to do our
“ 7. jobs. as Certified Credit Counseiors. in order to reach that goal we feel that

o we need to work fo the following pay formula

A, $.. one-time fee for processing of the application. Processing entails -
employees to input the budget into the computer, use paper to print the
budget, mait envelopes ‘and stamps to send budget fo clients, payments and
proposals to creditors. ..

After the creditor accepts the proposal, we receive a fair share in the form of
 different percentages as It pertains to the clients’ payments. If one client
. .makes a payment through us to a creditor of Sl and the creditor offers a
- WP fair share payment we would get $illl for this client. Thus, If you have

‘more clients you receive more pay from each creditor.... It is estimated that

" an average client base of il clients will net approxnmately S net profit
- before employee expenss.




C You have provnded a manual tmed “Operating Policnes with: effectlve date NENEENN. The
R openlng paragraph ofthe manual reads:

' . is a community

- sarvice organization to provide confidential budgeting: and debt management .
- - counseling, educahon in. money management, budgetnng. and the wise use of
. credlt.

The manual oontalns the following lnformaﬁon under the headong *debt management”;

:-~-:..'.‘ Our agency will- establish debt management pmgrams when in the best
L ;_‘Intem of the-client...

SR =0u_r.agency currently ‘charges. an apphcahon fee for the debt management
+ prbgram not to exceed Our monthly maintenance fees will be
per. account, not.to exceed SHEMM per month.... No one will be denied
© senvice because- of Inability to pay-this fee: in hardshlp cases it can be
. _.reduced orwaived entlrely by staff.

L -Our agency, to ensure a timely debt satisfaction program and to prevent

. negative amortization, shail establish.- plans with approximately 60 months.

- Unfortunately, with-creditor Interest rates rising dramatically in the last couple

... of years, it bacomes more impossible for clients to complete the program less

=" - than:60 months, but when it dramatically exceeds 60 months our client will

~° .. - need the approval .of management. Only in rare circumstances (benefit to
S - client) wlll we wke a cllent over 60 months.

SRR | | most Qasee ‘our agency w:ll requlre that all unpaid credit with the exception
e, 7 of-morgages and autos be administered through the debt repayment
" program..... Our: .agency will provide- to disbursing. clients-a statement
- -indicating cllent paymenis received, and itemizing dollars disbursed to each
' creditor :

Our agency wnll provide lnfounahon to_creditors conceming the debt
‘repayment program and the cllent's information to ensure acceptance of the

N . payment proposal...

. Qur agency shall not offer financial incentives to counselors solely based on
. "establishing clients. in the debt management programs; nor shall counselors
. -be"penalized financially when dlients take over their own debt repayment or
- are unable to oonunue with their programs...

Under the headnng "Chent Fees the Operating Policies manual provides the follownng
mformabon .




A

L. :-:.-,Counsellng Fee No eounselmg fee-will be-charged. Clients will have the .
ok '_oppdrtunlty to meet with their counselors without any fee ever belng charged.

DMP Enrollment Fee:. A one-time enroliment foe of SIMl will be charged-for
. each” DMP whlch may be waived: or adjusted for financial hardship at the’
discretion ~of the financial counséling staff.... Staff will only follow up
mmlmally wlth cllents who do not mall inthe enrollment fees

.o : ,Debt Managernent Pregram (DMP) Maintenance Monthly Fee: A
“x . 'maintenance fee of Sl per. account pér month will be-charged for all DMPs,
;. .. However, there wlll be a mmimum fee of $ll per month and a maximum fee of
ﬂper month .

o ; With, regard to "Fundralslng, the Operating Policies manual states: T coes not
engage In fundaransmg acbv:ﬁes and-has no plans.on doing so at this time.”

ln a letter dated — you state

,Most of- timé Is geared to educational activities. The complete credit
oounseling service (If provided well) Is all educational. Starting with
answering phone calls and explaining what credit counseling is and what we

> can.and cannot do for.a client.. It is.then followed up with oounseling sessions
: 'on settlng upa budget and leamlng budgeting skills. ..

R -We plan to do as many speaklng engagements that are physically possible.

ok When you do speaking engagemente it is our primary way of obtaining new
- ,jclients ‘Individuals that are interested obtain our business cards and then set
: ,'-.up |nd|v|dua| appointmérits with us.

An attachment to.the I, lettér is titled “Consumer Guide.” Under the heading
"Ser\noe Provided,” it reads

The Debt Mana ement Program offered by [INEGEGEGEGEGEEEEEE
. s designed to help you get back on track

and ‘out of debt. We can.help. guide you to a household budget you can live
. with whlle Implemenbng repayment plans with your creditors.

The Consumer Guide states the following About I :

W s ajn) orgamzatlon offéring confidential debt counseling and

-. *. education to consumers.. works with the credit card industry to

. achieve its .goals in the most cost effective way for all parties. Most of the

o .fundlng for our services comes from voluntary contributions by creditors -

" . which enables - _ to charge consumers nominal enroliment and
-mamtenancefees 4




Under the headlng “_ Enrollment Procees the Consumer Guide states:

_1 ; Each client will partlclpate in a confidential interview-and counseling
- session with an Il Certified Credit Counselor. Once it is determined that -
+ " enroliment in IIBM's Debt:Management Program is the right course of
- action for the dllent, the counselor or client services representative will assist
In the completion of the paperwork necessary 1o. Inttiate the budget
-process..;.?

) mon

cuLh '-'3 Your Inltlal poperwork ls revnewed by a certified counselor.... Within'
. . seven to ten days ... IENEEE. will mail you .a formalized budget .and a
" *bredkdown. of the: proposed payments to your creditors, detailing antlclpated
. ad]ustrnents "The summary will indicate the amount of the monthly payment .
: 'you w:ll need to send to I by a specrﬁc due date each month,

o 4 Onoe you have celled to approve your budget ... and. you send your first

- -3;payrnent. T wil submlt proposals to your creditors.... Accepted

. proposals ‘are .recorded promptly, but sometimes creditors either reject or

' make counter proposals.... If necessary, new proposals and budgets are
eveloped and submltted

oL ‘Attachment 'C" to the — letter Is titted “Counseling Clients,” and contains
senpts to be uses [src] wlth counselors It reads, In part:

L Potentlal cllents are. always weleome at our office inNEMENN where we offer
L '_'ﬂnancual edueation In personal meetings at clients’ convenient imes...

-After mtroduclng ourselves .we go- lhrough some minor Introductory
N ‘oornrnents and sit down in a’ professional setting to discuss our reason for
- lmeetlng

Llisten to the cllent'e reason for meeting I watch his body language to detect
-+ their attitude and level of concem..

N The client will then expiain their situation. We taltk about how much debt they.
" have, what type of .problems are causing them to seek. help, and how these
‘problems dre affectlng them and their family....

.+ Guide the dlent through 1he process. Looking at their debt is the first step
_ How can | help them and what should the next step be?

.1 then look-at their income and cost of living analysis. | evaluate their
~ disposable income status. A number of steps are taken from here.




1 i dlsposable Income is negatlve we look at opttons to reduce cost of. ang
expenses or increase Income.
a) Wa. look at clothing, mlscellaneous and ‘cable TV expenses
: particularly.
b) We look at utiity €xpenses and discuss payment plans with
" companles. that take: level .monthly payments instead of monthly
payments dependant on usage spikes.

~2.K disposable moome is very. negative l then suggest other options...

. . 3. I the dlsposable income.is positive to a small point and adjustments to
. j-moome or cost.of living can shll be: aooomplished we look at whether our
. ‘program can help them. ~

- 'If the unsecured debt i |s in credlt cards, personal loans, or collection status
Co ,'then we look at whether the program. wnll help them. The major question is
" whether our program will reduce interest rates and monthly payments. If it is
- @ positive situation for the. client then- we look at finalizing the meeting. |
- . == - ‘make:copies.of their statements, and have them sign the Limited Power of
\ i». - Attomey and Contract Agreement. | give the client a copy of each official
", document and take their processing fee of $lll. | realize that this is a small
-. ‘amount -that seals the determination of the client to go through with this
- program and appneclahe the opportunlty to.reduce their debt in a reasonable
- time.

4, If dlsposable modme is more than ample, then | look at controlllng their
. . . debt on their own .and-using a spend. plan that will help them find their way
o :back to controliing fhelrexpenses

* “Attachment F to. the_ letter includes a form “Debt Management Gontract
Agreement" between you and a client and related materials. The agreement provides that, in
" retirn-for an application fee of SN and $Illl maintenance fee per account per month, you
will undertake the. followlng responsmlhhes

,.a.

: 1 _Act as an intermediary between client and cllent's creditors for the expressed
"+ purpose of negotiating a voluntary reduction in monthly payment amounts or interest
" rates;

' Prepare a household budget and DMP for cllent;
Collect from:cllent the funds necessary for monthly disbursements to client's credltom
and maintaln accurate accounting records of all such funds;

~ Disburse monthly payments to client’s creditors as scheduled in client's DMP;

. Provide budget and credit management counseling as appropnate within cllent's
participation in the DMP;
Acquire client's credit report when deemed necessary to provide counseling.

o ok S*’N

"A sample client lether conie_ins the following information about your *funding source™




"+ Most of-our fuiiding comes from volunlary contribution from creditors who
;- .parficipate in’ Debt’ ‘Contract Agreements. Since creditors have a financial
S f-;'lnterest in. getting -payments, most are willing to make a ‘contribution to help
* find pur-agency. These contributions are usually calculated as a percentage -
- -"-of payments Your accounts.with your creditors will slways be credited with
-t L100% ‘of .the amount -pald through us and we will work with all creditors
regardless of whether they contribute to our agency.

ln a Ietter dated _ you state:

. We will be managlng payments of debt management plans on our own. We:
_.-will ‘not be hiring anyother. credit counselmg sarvice to perform I
',_paymenis to creditors ves

BN ‘We fésl that 33% of the indlv(duals who seek our services will be put into a

- debt. management plan. We think that 65% of mdivrduals will complete the
DMP . )

Your proposed budget forll months beginning I shows that your sole
souroes of iIncome are;. (1) DMP, applimtrcm fees; (2) DMP account fees; and (3) fair share

‘ . payments from your clients' ccreditors. - The statement of revenue and expenses accompanying
.. "your letter-of I shows révenue from gross investment income and "net income

1frorn unrelated busmess activities.”

L Seotion 50‘1(a) of the lntemal Revenue Code exempis from federal income taxation
'organlzaﬂons descnbed in section 501 (c)

. Lo Sechon 501(0)(3) of. the Code descﬁbec corporations, trusts, and associations organized
" and operated exclusively for charitable, educational, and other exempt purposes, no part of the
- net eamings of which Inures to the beneﬁt of any private shareholder or indivrdual

Section 1 501(c)(3)-1 {(@)(1) of the Income Tax Regulations provides that, in orderto be
- exempt as an organization described in section 501(c)(3), an organization must be both

. organized and operated exclusively for one or.more of the purposes specified in such section. If
an organization fails to meet either the organizational test or the operational test, it is not
'exempt. .

R Secﬂon 1 501 (c)(3)-1 {b)(1)(i) of the regulations provides that an organization is orgamzed
- exciusrvely for one or more exempt purposes only if its articies of organization:

(a) errt-the purposes-of _such organization to 'one or more exempt purposes; and




(b) Do not expressly empower the organization to engage, otherwise than as an
o j lnsubstanhal part of its activities, in activities that in themselves are notin furtherance
of one or ‘more exempt purposes.

Sectton 1. 501(c)(3)—1(c)(1) of the regulations provides that an organization will be regarded

e as" operated exclusively™.for ong or more exempt purposes only if it engages primarily in

. -activities that atcomplish one or:more of stich exempt purposes specified in section 501(c)(3).

~+*_ An organization will not be so regarded if more than an insubstantial part of its activities is not in
,furﬂteranoe of an exempt purpose

Seohon 1.501 (e)(3)—1(d)(1 )(1) of the regulettons provides that an organization must be

- - organized and operated to serve a public rather than a private interest, and specifically that it is
. - riot organized or- operated for the Benefit of private interests, such as designated individuals, the
~ - créator or his family, shareholders of the organizat:on, or persons controlled directly or rndlrecﬂy

T by such private lnterests . :

Sectlon 1.501 (o)(87-1 (d)(2).of tho regulahons provides that the term “charitable” is used.in

L sectlon 501 (c)(3).of the'Code in its generally accepted legal sense and includes the relief of the
S poor and dletressed or of the underprivileged as well as the advancement of education.

. Secﬁon 1 501 (c)(3)-1 (d)3) of tho rogulatrons provides that the term “"educational” refers to:

(a) The tnstruotton orfraining of the tndeuaI for the purpose of improving or developing
. his.ca upablltttee. or- .
.(b). The instruction of the- publlc on sub]ects useful to the individual and beneficial to the
communlty -

Seehon 1 501 (c)(3)—1 (e)(1) of the regulations provides that an organization may meet the

A ‘requrrements -of section- $501(c)(3) although it operates a trade or business as a substantial part
:, .- of its.activities, if the operation-of such trade or business is in furtherance of the organization's
v exempt purpose or purposes and if the organization is not organized or operated for the primary
IR e purposes of camying on an umelated trade or busmess

. In Rev. Rul 61-170 1961 1 C.B. 112, an association composed of professronal private
: 'duty nurses and practical nurses which supported and operated a nurses’ registry primarily to
*. ‘afford greater employment opportunities for its members was not entitied to exemption under
- gection 501(c)(3) of thé Code. .Although the public received some benefit from the
- oiganization’s activities, the pnmary beneﬁt of these activities was to the organization’s
‘members - .

. InRev. Rul 69-441 1969-2 C.B. 115, the Service found that a nonprofit organization
formed. to help reduce personal bankruptcy by informing the public on personal money

"';? 'management and aldmg low-income individuals and families with financial problems was
- - .exempt uhder section 501(c)(3) of the Code. Its Board of Directors was comprised of

. -~ _representatives from religious organizations, civic groups. labor unions, business groups, and .
.educatlonal tnstrtutrons - .

CaTap )




The orgamzatlon pro\nded information to the public on budgeting, buying practices, and the
+* 'sqund use of consurher cfedit through the use of films, speakers, and publications: It aided low-
- income individuals and farnihes .who have firiancial problems by providing them with individual

C counseling. and if necessary, by establishing budget plans. Under the budget plan, the debtor

= voluntarily; ‘made fixed paymenus to the organization, which held the funds In a trust account and
disbursed the funds-on a partial payment basis to the creditors. The organization did not.charge

‘fees for counseling services or proration services. The debtor received full-credit against his

. 'debts forall amounts: paid. The organization.did not make loans fo debtors or negotiate loans

. . -on their behalf: Fmally the organization relied upon voluntary contributions, primarily from the

R credrtors particlpatlng In the organization’s budget plans, for its support.

The Servlce found that, by aiding low-income Individuals and families who have financial

T problems and by pmwding. without charge, counseling and a means for the orderly discharge of

: " indebtedness; the organization was relieving the poor and distressed. Moreover, by providing
. the. publac with information :on ‘budgeting, buying practices, and the sound use of consumer,
. credit, the organization was Instructlng the public on subjects useful to the individual and

- beneficial to'the nommunlty Thus, the orgamzaﬁon was exempt from fedeéral income tax under

- section 501(c)(3)of te-Code.

Rev RuI 71—529 1971-2 (0 B. 234, held that a nonprofit organization providing assistance

B .:_. in ’che management of participating colleges’ and universities’ endowments or investment funds

"-" for a chérge substantially below cost qualified for exemption under section 501(¢)(3) of the
Code. Mast of the operating expenses of the organlzation, including the costs-of the services of

¢+ 7 he invéstment counselors and the custodian-banks, were paid for by grants from independent

_‘charltable organizations. The member organizations paid only a nominal fee for the services
- peérformed.. These fees represented less than 15 percent of the total costs of the operation. By

"."i 7 performing these. services for a charge substantially below its cost, the organization was
s performmg a chamable actMty for purposes of sectlon 501 (c)(3) of the Code.

: Rev Rul 72-369 1972-2 C.B. 245, heid that an organization formed.to provide managerial
“and consUIhng services-at cost to unrelated exempt organizations did not. qualtfy for exemption

Lo ‘under section 501(c)(3) of the Code: -Providing managerial.and consulting services on a regular
. - basis for a fe |5 a trade or business ordinarily carried on for profit. The fact that the services

"-were provided at cost and solely for exempt organizations was not sufficient to characterize the

.-+ . “activity as charitable for.purposes of section 501(c)3) of the Code. “Fumishing the services at
.. cest lacks the donative: element necessary to establisi this activity as charitable.”

"Rev. Rul. 76-244, 1976—1 C.B. 155, held that home delivery of meals.to the elderly free or

. '_: with charg&s ona slidmg scale, depending on recipients’ abllity to pay, is a charitable purpose.

N Rev. Rul 78-99, 19781 C:B. 152, held-that the provision of individual and group
.7 _oounselmg for widows based on their ability to pay is an educational activity.

: Rev. Proc. 90-27, 1990-1 C.B. 514, provides in part that exempt status will be recognlzed
in advance of- operahons if proposed operahons can be described in sufficient detail to permit a ‘




R .condusiOn ’that the organizatlon will cleaﬂy meet the particular requirements of the section .

* under.which exemption is glaimiad. A mere statement of purposes or a statement that: proposed

, acches will be in furtherance of such purposes will not satisfy this requirement. The
‘'organization must fully dascnbe the:activities in which it expects to engage, Including the

R slandards. criteria, procedures .or olfier means adopted or planned, and the nature of the
o ,oontemplated expenditures Where the organization cannot demonstrate to the satisfaction of

o the Service that its: proposed activities will be exempt, a record of actual operations may be
: required

er Bysi ess . Inc. v. United States, 326 U.S. 279 (1845),

"fhe Supreme Court:held that the pmsence ofa smgle non-exempt purpose, if substantial in
e nature, wnll destroy the exempton regardless of the number or importance of truly exempt

s'-purposes

‘In WMWW 276 F.2d 478 (5* Cir. 1960), the

- oourt denied tax exempfion to-an organization in part because its net eamings were distributed
" ‘toits. shareholders for thelr personal benefit. The founder of the organization and his two sisters
.. werethe only shareholders, these-three and two of their spouses were the organizatien’s
.. ttustees. ‘The court found that the organization was operated as a business ulhmately

- P produdng substanﬂal revenues for its operators.

St ae

ln ecanl for i United States, 302 F. 2d 934 (Ct. Cl.

. 1962). the.court considered an orgamzahon that provided analyses of securities and industries
27, -and of the economic climate in general. It sold-subscriptions to various periodicals and also
" "sérvices providing advige for purchases-of individual securities. The court noted that education
2L lisa broad ‘concept, and assumed arguendo that the organization had an educational purpose.

However itheld that it had a significant non-exempt commerclal purpose that was not incidental

B , to the edumtxonat purpose and therefona was not enﬁtled to be regarded as exempt.

s, 78-2 U. S Tax

: Cas (CCH) Pa660- (DCDC 11978), the court held that an: organhon that provided. free .
B mformaﬁon on budgeﬂng ‘buying practices, and the sound tise of consumer credit qualified for
exemphon from income tax because its aclivities were charitable and educational.

~" The Consumer Credit Counsellng Service of Alabama, which has been recognized as

. 'exémpt under section 501(c)(3), is an umbrella organization made up of numerous credit

counseling service agéncles. In this case, these agencies provided information to the general

- public through the use of speakers, films, and publications on the subjects of budgeting, buying
-~ -practices, ahd the sound use of consumer credit. They also provided counseling on budgeting
-} and the appropriate use of. oonsumer credit to debt-distressed individuals and families, They did

not limit these services 10.low-income individuals and families, but they provided such services

e - free of charge. As an adjunct to the counseling function, they offered a DMP. Approximately 12

" percent of a professional counselor's time was applied to the DMP activity as opposed to an

educational activity. Moreover, the agencies charged a nominal fee of up to. $10-per month for

- - tho DMP. This fee was waived in mstances when payment of the fee would work a financial

hardshlp




. The agencl&e reoeived the bulk of their support from govemment and pnvate foundation
* grants, contributions, and assnstanoe from.labor agencies and the United Way. ' An incidental
-amount of their reveriue was from ‘counseling fees. In 1974, the Service:had ruled that each of
. the agencles constituted orgamzauons -described in.section 501(c)(3). However, two years
ldter; the Service, notified the agencles that it had made a mistake and was reclassifying them
: under section 501 (o)(4) The reasons given by the Service for revocation of section 601(c)3)
" were that. (1) the. agencles were not organized and openated exclusively for charitable or.
o __,edumtnonal purposes;(2) the debt management service was not limited to low-income
e mdlvlduals or famllles, and (3) fees were charged for. the services rendered.

e The oourt dld not lgree wlth the Service and directed verdicts for the plaintiff. Provldmg
information rogardlng the sound use of consumer credit is charitable because it advances and
promotes-education and social welfare.: These programs were also educational because they

. _instructed the public.on Subjects useful to the individual and beneficial to the community. The

. oounselmg assls’mnoe programs were likewise charitable and educational in nature. Because
the community education and: counseling assistance programs were the agencies’ primary
. activities, the: agencles were organlzad -and operated for charitable and educational purposes.
. . The oourt also:concluded that the limited debt management services were an integral part of the
-+ - agencies’ counssling function, and thus were charitable and educational undertakings, but
... stated further that even if 1h|s were not Ihe case; these activities were inoldenial to the agencies’
R prlncnpal funchons ) . .

o Fmally the. oourt found that the- Iaw did not require that an organization must perform its
‘ exempt functions. solely for the beneﬁt of low~income individuals to qualify under.section

.. 501(c)(3). Nonetheless, the agencies did not charge a fee for the programs. that constituted -

thelr principal ‘activities, A fee may be charged for a service that was an incidental part of an
agency’s function, but eveni. when a fee Was so charged, it was nominal. Moreover; even this
* nominal fee was walved when. payment ‘would work a financial hardship. Thus, the court
" . ' ‘ordered that “sach 'of the plaintiff consumer credit-counseling agencies was an organization.
R described in: sectlpn 501 (c)(3) asa chaﬁtable and educational organization.” See also, Credit
I Iy tates, 79-2 U.8.Tax Cas. (CCH) Pa468

. ma, Inc. v, United Stat discussed mmediately
above Thus thé court ordered that the consumer credit counseling agencues were- described in
‘ sechon 501 (o)(a) a3 chantable and educahonal organizations. .

. ‘InB W I . v. Commissi ef, 70 T.C. 352 (1978), the court found. that a
_ corporati'on formed to prowde consulting services was not exempt under “section 501(c)(3)
-because its activities constituted the conduct of a trade or business that is ordinarily carried on -
- by. commercial venhires organized for profit. Its primary purpose was not charitable,
.- educational; nor scientific, but rather oommeraal There is nothing inherently charitable in

' provldmg oonsulﬁng services.

K The oourt found. that the oorporaﬁon failed to demonstrate that its services were not i in
- competrhon mth oom"prclal businesses The court relied on the fact that the organization's




SR flnanclng drd not resemble that of the typlnl 501 (c)(3) organization: it had not solicited, nor had
itreceived; voluntary oontnbutions from'the' public: Its only source of income was from fees

.. "ffom-services, and-those fees were set high enough 1o recoup all projected costs, and to

. produce a profit. Moreover, It did. not-appear that the corporation ever plannied to.charge a fee

" "less than’ “cost.” ‘And- finally. ‘the corporation had failed to limit its clientele to orgamzaﬂons that

: were sectlon 501 (c)(3) exempt organuhons

L In oujs S nLtd Ve r, T.C. Memo 1985-162, April 2, 1985, the
court revnewed the annual ¢onvention of a science fiction organization. It held that.while the

g -'conventlons may have pruvrded some educational benefit to some of the individuals invoived,
AL that social and-recreational activities.and private benefil predominated. The court distinguished

" " Goldsbioro At I .eaque, inc. v. Commissioner, 75 T.C. 337 (1980) in which the organization

provrded public art education by-using jurles to insure artistic quality and integrity.

. . Petitioner relies heavrly upon mg_ggp_m Art League v. Commissionsr, 75
T.C. .337 (1880): in - support. of the contention that it is tax-exempt. In

.*Goldshoro Art Leaque; the taxpayer was an .organization that operated two
art galleries that exhibited ‘and sold artworks. Wa held that the taxpayer was
tax=exempt under section. 30¥(cX3) because it was organized and operated

: exclusively for an exempt purpose—art education. We noted that in order to
- Insure artistic quality @nd Integrity, the arlworks displayed were selected by

PRRTS .* . jury procedures. We also noted that the taxpayer was the only such museum

* - or gallery within its county, or any contiguous county. We held that it served-
.- public, rather than private interests and that its sales activities were incidental
A ) advancing its. exempt purpose. By contrast, petitioner in this case did not
..+ apply any controls to'insure the quality of the books and artworks sold at ts
“" convention.. Also, the tone of pefitioner’s convention is substantially, if not
- predominantly, social and: recreational, rather than educational. In addition,
petitioner's - huckster's room-and art auction provided substantial benefit to ‘
private. Interests that is not incidental to its exempt purpose. Consequently,

L n
.. we'think the case Goldsboro Art League is clearly drsungulshable onitsfacts =~ . & ) gt
_ fmm the lnstant ease o - 4:)’,3“
In aste; House A Ung@ § ggg, ‘846 F. 2d 78 (Fed. Cir. 1988), affg 12 CI.Ct..476 (1987), (':':-}'"'

~ - the court found an organizatior that. operated an adoptlon agency was not exempt under section N x";

... 501(cK3) of the Code because a substantial purpose of the adoption activity was & non-exempt

commercial purpose. ‘It found that the adoption services did id not further me,emmphpumoses of > o
providifig educational ‘arid charitable services to the unwad mothers-and-ehlidren. Rather, the

. services for unwed mothers and children were merely provided “incident” to the organization’s

" adoption service business. Moreover, the court found that “adoption services’ do not in and of

. themselves constitute o exempt purpose

The court also agreed with the IRS‘ deterrmnaﬂon that the agency operated in a manner

L not 'd|st|ngu1shable from a commercial adoption agency” because it lacked the traditional
.. attributes of a charity. First, the agency’s operation made substantial profits, and there was a

; substantial accumulahon ‘of capital surplus in oompanson to direct expenditures-by the agency-



aa et
B

':l'- ~‘-..~. ,::‘;,;..7.15_

g

.. e . PRy .
e = L A . . ‘ Loz '
. ‘ e L o -
3 . X . BERES e -

for charltable and educatlonal purposes Second, the agency's operation was funded

completely by substantial fixed fees charged adoptive parents. it relied entirely on those fees
. and sought ho furids from féderal, state.or local sources, nor engaged in fund raising programs,

nor did-it solicit contributions. - In faict, the agency had no plans, nor-intention to.seek
oontributmns. govemment grants or ‘engage in.fund raising relative to its operations. - Third, the
' fixed fees the agency charged adoptive parents were not subject to downward adjustment to

. 'meet potential adoptive parents’ income or ability.to pay. Fourth, the-agency’s single life
member had near total contral of the operations of the agency. And fifth, the agency functnoned
by means of. a pald siaff of 1Sto 20 ‘persons, \mth no volunteer help. ,

X In Allile Foundaﬂon v, Mmissrgng . r, 283. F Supp.-2d 58 (DCDC 2003), the court
ooncluded that an alleped exempt organization was operated for a substantial non-exempt
."purpose. It based-this concluslon on-the manner in which the organization conducted the

- operation ‘of its conference center. "Among the major factors courts have considered in

;- assessing commerclality are compeﬂﬂonwlth for profit commercial entities; extent and degree of

- below cost services ptovided; pricing policies; and réasonableness of financial reserves..

- Additiopal factors. include, inter: alfa, whether the organization uses commercial. promotional
methods (e.g. advertlsmg) and the:extent to which the organization receives charitable
donations . Thus, the court. looked: at the business.mathods of the organization-as a way to

-~ infer whether its purpose was to serve the public-or.whether there was a substantial non-exempt
purpose of operating a‘husiness for profit. See section 1.501(c)(3)-1(e) of the regulations.

“in M@m@&m&m 814 A.2d 458 (Sup. Ct. Me. 2002), the
Supreme Court of Maine denied state tax exemptlon to a credit counseling-agency that provided

e j‘ srgnifioant bénefits to.créditors. Credit card: compames commonly make payments to credit

counsellng agendes of. a portion of the funds they receive from clients of the agencies. These
payments are known as “fair-share™. payments and are a source of substantial funding for credit

o counseling agencies. -In’ this case, the credit counseling agency received 60 percent.of its *
= incorie from “fair share payrnents from credit card companies, at the rate: of 8.5% to 9% of debt

- payments

The Credri Repalr Orgamzahons Act ("CROA') 15 U.8.C. section 1679 et seq., effective

' April 1, 1897, Imposes réstrictions on credit repair organizations, including forbidding the making

of untrue or misleading statements and forbidding advance payment before services are fully .
performed “15 U:8.C. section 1679b. Section 501(cX3) organizations are by definition-
exciuded fmm regulatuon under the CROA. ‘The CROA defines a credit repair organization as:

(A) any person who uses any instrumentality of interstate commerce or the mails to sell;
prowde. or perform (or represent that such person can or will sell, provide, or- perform).
_any service, in'retum for the payment of money or other valuable consideration, for the
express or implled purpose of— .. -

) impmvmg any consumer’s credit record, credit history, or credit rating, or
(il) providing advice or assistance to any consumer with regard 10 any activity or
- sepvice described in clause ().




L 5 U S C sechon 1679a(3) The oourts have interpretad this definition broadly to apply to credtt"

R counseling agencies. ‘The Federal Trade Commission’s policy is that if an entity commuriicates . - "

T with _consumers in any way about the. consumers’ credit situation, it is providing a service

o covered-by the CROA. In Re Naﬂonal Credtt Mangement Group, LLC, 21 F, Supp 2d 424;

|1 458 (ND.NJ. 1958);.

L InEI_'_g §[,285F3d944(9"' Cir. 2001) _3183F Supp 2d 1171 (2001), the court
. Inferred that.a credlt fepalr organlzatton that first promised a “free. consuitation,” but charged
.. feesi in edvenoe ‘of the full performance of services was being operated as a chaﬁty pnmanly for

o ’ ‘purposes of. evadlng regulatlon under the CROA.

Busin&sseb are prohibtted from eold-catlmg consumers who have put thelr phone

i .Eb_'_'-numbers on'the'National Do-Not-Call Registry, which is maintained by the Federal Trade

"'.i,f_‘;CommISSion Nonpmﬁt organizations are not subject to this ruie. This Tegistry was created by

* -%rules promulgated by the FTC and the Federal Communications Commission. See 16 C.F.R.

.. secton 310401 )(m)(B). 47 GRR, sostion 64:1200(0)2)
e Dm_ sston:"_ §

iy An orgenlzahon cannot be reoogmzed as exemipt under section 501(c)(3) of the Code
unless it shows that it is organized and operated exclusively for charitable, educational, or other
- exempt! purposes. .Among other things, the application and supporting documentation must .
"o+ 5: -demanstrdte oonclustvely thatthe organtzabon meets the operational test of section 1.501(c)(3)-
Los. ; 1(c) of the regulatlons ’ ,

To meet the operational test of section 1.501(c)(3)-1(c)(1) of the regulations, you must

S 'lj’fshow that you engage primarly in activities that accomplish one or more of the exempt. -
i+ Lo purposes specified in-section 501(c)3) of the Code. Exempt purposes include charitable and

B edueattonal purposes among others.

An acttvtty that purports to further an exempt purpose must be conducted s0 as to serve

o publtc interests rather than private interests. .In many cases, an activity may serve both public
... -and private interests simultaneously. However, if the activity serves private interests more than.

' ‘insubstant:elly, lt is not oonslctered to further an exempt purpose.

Consumer credit counselmg is'an actmty that may serve a public interest a prtvate

- mterest, or both, depending on how it is conducted. -An organization whose primary activity is

B consumer credit counsellng does not qualify for exemption under section 501(c)X3) of the Code

o unless it can demonstrate that its conduct of the actmty serves a pUbllc interest and any beneﬁt

: to prtvate tnterests is: msubstanhal

oo Based on the tnformat:on you provuded in your application and subsequent
L correspondenoe. we conclude that your ectmtlee constitute a commercial business thet
. ~substanhatly serves pnvate interests.
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“ yourietterof_ you state that you will be “organized exclusively for

L 'j_""the exempt purposes of halping client to pay their debt to their creditors in a shorter time than
-~ they could do for themiselves.” Your primary activity Is the Debt Management. Program (DMP).

The purpgse of the’ program is to assist 'each client in paying off the.client’s consumer debt.

“You do this by analyzing the client's financial position and debt situation and praparing a

payment plan acceptable 1o the:client.and the client’s creditors. Once the plan is accepted, you

_collecta specrﬁed aimount from the client each month, and make payments out of the-amount .
: - collected to the client’s various creditors m accordance w!th the terms of payment proposals .
S agreéd to by client. and credrtors i

You do, not assert and your appllcatron file’ does not show that your activities accomplish

. . a chaﬁtable purpose. - Providing services exclusively for the benefit of the poor, a recognized
" ';'chantable class; furthers charitable purposes. For instance, counseling the poor about

economics and.persohal finance can achieve an exempt purpose. However, you do not restrlct

- youractivities to the benefit of the poor. The DMP you offer is available to anyone who has

unseciifed debt and Iswilling to purchase your services. You are uniike the crédit counseling

Lo organization described in'Rev. Rul. 69441, 1969-2 C.B. 115, supra, which, besides providing
- infounaﬂon to the publlcon budgetingand the sound use of credit; operated a debt counseling

and management program exclusively-for low-income Individuals. That organization did not

. .~ charge afee for its services, but instead relied upon contributions for support. Thus, its debt
. management achviﬁes aocompllshed charitable purposes by relieving the poor and distressed.

No- court or Servioe mlmg has Indicated that the sale of DMPs is a charitable activity.

" ; Slnce the sale of DMPs to the. general public appears to be a substantial purpose of yours, we
i -j{cannot conclude 1hat you are operaﬂng exclusively for charitable purposes.

You assert that your activities sefve an educational purpose, Following the two-part

"',}"; approach adopted by the Court in nomic R
" . supra, we will first-assume that your activitles have some educational purpose and then .

IO,

. determine If your. actlvrtm also evldence a commercral purpose. -

Fachors undmhve of a commercial purpose were identified in several of the cases cited

' -above\ Those factors mclude* (&)} compehhon with for-profit commercial entities; (2) whether
.. clients pay for, ‘and receive; a desired service commonly associated with commercial

entemrises; (3) the extent and- degree of below-cost services; and (4) the extent to which the

o orgamzatlon is funded by charitable donations. -

Considering ,these factors, we find that your services have a commercial purpose. First,
the services offéred.through your DMP are similar to services offered by competing for-profit
organrzahons Second, your clients are paying for, and receiving, a desired service—assistance
in paying off their consumer debt through the use of a levei payment plan. Finally, your

. financing does not resemble that of a typical public charity under section 501(c)(3) of the Code.
- Public charities typically recelve substantial revenus in the form of donations from the public and
' grants from govemmental entities and private foundations. In contrast, you do not:solicit or

receive public support. Your sole revenue is from client fees associated with-the DMP and fair

o " ~share payments from creditors.




ln thrs' respect you are untike the exempt credit counsellng agencies described in
. consumer Credit Counseling Service of Al , supra. Those agencies received most of
. thetr support from: govemment and public foundation grants. Only an incidental amount of their
-t revenua was derived from' counseltng fees. See also, Rev. Rul. 71-529, supra. Instead, you
. are.more like the- corporation in B.S.W. Group, Inc. v. Comm’r, whose only source. of income
*.'was from fees for service.” See also; Airie Foundation v. Qm issioner, supra. You provide

. , - commerclallyavarlable services for a fee to Individuals who are not necessarily poor or - ,
© .2 distressed. - Thus, as was frue of the organization described in Rev. Rul. 72-369, supra, “your
. services lack the-donative element necessary to establlsh your DMP as a chantable activity

,rather than a commerclal acttvuty S
o Havlng tden’dﬁed a oommerctal purpose 1o your activities, we are left with the questlon of
whether the eornmemlal purpose is priniary or only- incidental to the exempt purpose.. Again,
..you'state that your. servloes serve.primarily-an-educational purpose. You point to the numerous
'speekm. engagements and seminars conducted by your officers. You stata that ‘the complete .

- cmdlt oounselmg semce la all educahonal "

Sectron 1 501(c)(3)-1(d)(3) of the regulations provides that the term 'eduntlonal” means

e either training an individual to develop his capabilities or instructing the public on subjects useful '

- * to the'individual and beneficial to the community. Financial counseling could be carried out as

‘ I_, w -an.educational activity. - See Congumer Credit Counseling Service of Alabama and Rev. Rul.
0441, -above. While education is a broad-concept, the Service and the. courts require. that

- some’ rigor must be.evident. In St. Louis Science Fiction Ltd., supra, the court made it clear, by
. .. contrasting the apptmnt with Goldsborg Art League, supra, that an organization must havea .
.3:'--substanbal eduwtnonal program. nota non-eduwﬂonal program with some random educational

) Afeatures SR ) ,

S ' -It appears that the pnmary purpose of your speaking engagements and seminars is to
T uire clients for your DMP programs rather than to educate. For instance, in your letter of .
h you state that “our pian is to use the yellow pages and the intemet, but

i 127 primarily word of mouth through ‘our free educational services to promote the Debt Management
. .. ! Program to new clients.... Our'customer contact will begin by our client contacting us through

- -, an.educational seminar, the phone or Intemeét.”  The primary purpose of a seminar is to "explain -

. whatwe ¢an and cannot do for our clients.” In other words, you explain the purpose. and

* "-operation.of the DMP and pass. out your business cards. In your letter dated INNENEEE, you
-state that “when you do speaking engagement it is our primary way of obtaining new clients.
Individuals that are. Interested obtain our business cards and then set up individual

o - _appomtments with us_” Thts is a form of prospechng" or “marketing.”

I your own words the private oounsellng you conduct consists of explaining to clients “the

- possible benefits of the [DMP] and how the program works.” A counseling session is primarily

for determining whéther “enroliment inllllllts Debt Management Program is the right course

ofaction for the glierit.”. Counseling sessions between your counselors and new or potential

: clients, while used to impart information about budgeting, are primarily opportunities to assess - -
2 whether a person could benefit fnom the DMP, to descnbe the benefits of the DMP, and explain
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- _' : the operahon of Ihe DMP to the chent. If the cllent agrees to enroll in the DMP, counselors

" collect information {o-prepare a formalized budget and payment proposal, and provide the client
wlth the lnforma’don needed to parﬂcipate inthe DMP. Non-enroliees are provided. no services.

Your actiwhes are not at all -similar to theacthes approved by the court in Consumer
- Cre ‘Service of Alabama, supra, in which the debt management program was an
. lncidental part of the organization’s totai activities and integral to its much more significant

S educational achvmes Rather, the.selling of DMPs.is your most significant activity. Your

seminars anid.client seéslons play an Integral part in advertising and promoting the sale.of
DMPs rather than the educat:on of the general public.

. Therefore we eonclude that your edueabonal activities are but an adjunct to, and in the
- saervice of, your commiercial debt management program. We find that you are simllar to the
orgamzatlon described In St. Louis Science Fiction Ltd., supra, in that, while you provide some

. educational. beneﬁt to Indivuduals. your oommemlal activities on behalfof pnvate individuals
predommate PR

Tn your’ letter of _ you state that “creditors have refused to serve our ciients

.. without Us obtaining the non-profit status,” and that, therefore, *we have currently frozen taking
~. . any new dierits on” and “we have to pass off the clients that we have obtained over the last .

"7 rhonth'unless we are-ableto receive status very quickly.” It would not be necessary for you to

_#.; -stoptakings clients or to’ pass off clients if you were engaged primarily in activities to educate the
T4 . public and to counsel clients. ' Such actions are'necessary only if your primary activity is
< . servicing. client debts’ lhrough the DMPs. Educational programs and individual counseling are

©. .~ .aclvites oftén supported thnough gifts, grants and contributions from the general public. That

“you choose to-have no‘fund-raising program to solicit such funds.and rely entirely on client fees

= an d falr share payments fmm cnedltors is further evidence of your commercial purpose.

: _ Secﬁon 1 501(c)(3)—1 (d)(1)(ii) of the regulations. prowdes that an organization is not.
" - ofganized or, .operated excluswely fqr one or more exempt purposes uniess it serves a public

.+ rather than a private interest. To meet the requirements of this subsection, an organization -

© . must establish that it is not organized or operated for the benefit of private Interests, such as

. : u ;deslgnated individuals, the creator or his famity, shareholders of the organization, or pefsons
T contmlled dlrecﬂy or mdlrwtly. by such private interests.

- 1n addltlon to provldmg substantial private benefit to your clients, you also provide
. “substantial private-benefit to your founder in that you are operated in a manner similar to the
.. _nurses'.registry described in Rev. Rul. 61-170. -One of your substantial purposes Is to provide
-.employment opportunities for and the other board members. Even if we.concluded

. -that-the public received some benefit from your activities, the prlmary beneﬁt of your actlvites . - .

" will b, to your founder who is a full ime employee.

S You also. pmvide substanﬂal ptivate beneﬁt to the credit card companies in a manner

" similar to the organization in Credit Counseling Centers v. S, Portiand, supra. Your services

. benefit the creditors by collecting payments from their debtors that they might not otherwise
L recelve if the debtor were to default or go bankmpt Creditors show their apprecla’aon by paying.




you a “fair share” of the amount you coliect from their debtor. Your sample client letter states

“most of our funding comes from voluntary contributionfs] from creditors who participate in Debt
Confract Agreements. Since creditors have a financial Interest in-getting payments, most are
willing to-makee a-contribution to help fund our agency. These contributions. are usually
calculeded as a percentage of payments.” Eisewhere you state "after the creditor accepts the

’ proposal we receive a falr share In the form of different percentages [of] the clients’ payments.”
. Thus, itis apparent that these creditors clearly realma a substantial financial benefit through
their busmess relatlonshlp with you. .

In addition, you app_ear to be operating in @ manner designed to avoid regulation under the
CROA and the Do Not Call Registry laws. CROA imposes restrictions on credit repair -
. organizations, including forbidding advance payment before services are fully performed. As
stated above, the courts have interpreted the CROA so as to apply to the activities of credit
‘counseling organizations. The information you provided can only be interpreted-as evidence
that you charge an advance fee, a practice forbidden to for-profit organizations under the
CROA. ‘You provided no information on the frequency of the waiver of such fees or any credible
_ evidence.that any clients -have received a waiver. Based on the inforination you. have
.- submitted, it appears that ofie reason you are seeking exemption as an exempt charitable

" organmahon Is bécause your activities would not otherwise be permitted a commercial for-profit

" . corporation. In this regard, you are similar to the organization described in FTC v, Gill, supra, In

that one of your purposes appears to ba evading regulation under the CROA. In addrbon your
method of seeking clients through talephone soliqtahons and internet leads would be hindered
" by! the Do Not Call Reglstry laws. - .

Because your prwnary achvuty. the sale and sewlcmg of DMPs, is a commercial activity that

" "0 substantially serves the private Intorests of debtors, creditors, and members of your board of

- diremrs we conclude that you are not operated exclusively for one or more exempt purposes.

[P Rev Proc 90-27 -8UDra, -is qulte detalled in its requirement for a full explanation of what
' your ‘organization’s activities are before the Service will recognize-your exempt status. It

- .+ requires that the statements submitted in support of your- appliwtlon be truthful:

- _ sugnod the Form 1023, Application for Reoognmon of Exemption Under
T Sectlon 501 (c)(3) of the Intemal Revenua Code which states:

P dedare under the penalties of perjury that l am authonzed to sign this appliwtlon on
behalf of the above organization and that | have examined this application, including the
aocompanylng schedules and attachments, and to the best of my knowledge it is true,
con'ect and complete. , :

" This penury statement also puts you on notioe ihat Form 1023 and all supporting documentation
must be correct. 4

. The information you submitted is oontradlctory and raises our concem as to whether all of
the information you submitted is true, correct and complete. We:cannot determine with certainty
-, what you actually do. I cl&ﬂy is also having this difficulty. He refers to your activities




" as if they are his and vice versa.: He dascribes you as his business venture. You have been

. _able fo give us no meaningful assurances that you will be_operating as anythmg other than IR
’ 's oommercnal busmess venture

' We are also. oemed that ou may be a storefront for the commercial debt repair
- service, i’ Web site Is still active as of the date of this letter, and
_shows that shares the same office and phone number as you. We note from his
resuime that has been in business for several years as an mdependent

representative for .and R, a commercial debt repair service advertising as
' althbughhehassiatadthatheisnolongerassocnatedwnh-

: We concludefurﬁer that you do not meet the basic requirements of Rev. Proc. 90-27
" ‘because significant inforniation has been submitted in a misleading and contradictory fashion.

. You have not submitl:ed sufficlent probative information to support exemption under section
501 (c)(3) - _

D Aééordmgly you do not qualify for exemption as an organization described in section
o 501(c)(3)of the Code-and you must file federal income tax returns.
o Contnbuﬁons o you are not deductible under section 170 of the Code.

You have the nght 1o protest this ruling if you believe it Is incarrect. To protest, you should
- submit a statement of your views to this office, with a full explanation of your reasoning. This
statement, signed by one of your officers, must be submitted within 30 days from the date of this

7 Jetter. You also have a right to a conference in this office after your statement is submitted.

You must request the conference, if you want one, when you file your protest statement. If you
. aretobe represented by someone who is not one of your officers, that person will need to file a

proper power of attomey and omarwsse qualify under our Conference and Practices
Requlrements

lf you do not protast ﬂus rullng in a timely manner, it will be considered by the Internal
Revenue Service as a failure 1o exhaust available administrative remedies. Section 7428(b)(2)
of the Code provides, in part, that a declaratory judgement or decree under this section shail not
. be issued in any proceeding unjess the Tax Court, the United States Court of Federal Claims, or
. the District Court of the' United. States for the District of Columbia determines that the
organization lnvolved has exhausted admlnlsh"allve remedm avallable to it within the Internal
Revenue Serwoe o

If we do not hear fmm you within 30 days, this ruling \mll become final and a copy will be
- forwarded to the Ohio Tax Exempt and Govemment Entitios (TE/GE) office. Thereafter, any
- questions about your federal income tax status should be directed to that office, either by calling
- 877-820-5500 (a toll free number) or sending correspondence to: Internai Revenue Service,
TE/GE Customer Service, P.O. Box 2508, Cincinnali, OH 45201. The appropriate State
Officials will be notified of this action in accordance with Code section 6104(c).
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. Advantage Independent Credit Counsehng Management, inc.

: ‘When sendlng additlonal letters to us with respect to this case, you will expedite their
reoelpt by using the followlng address:

lnhemal Revenue Service

: 1111 Constitution Ave, N W
Washington. D. C 20224

If you have any quest:ons. please contact the person whose name and telephone humber
are shown in the headlng of 1h|s Ietter

Sincerely,
Manager, Exempt Organizations
: Technical Group 2
’ Attachments
. Copies of —Web Pages | |






